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SUBJECT: REPRESENTATIVES OF U.S. AND U.K. OIL COMPANIES CONTROL- 
LING PAKISTAN REFINERY LTD. TO HOLD IMPORTANT MEETING WITH GOP ON 
FUTURE OF REFINERY 

BEGIN SUMMARY: OVER THE PAST WEEK SENIOR REPRESENTATIVES OF THE 
FOUR FOREIGN OIL COMPANIES (ESSO, CALTEX, SHELL AND BURMAH WITH 
15 PERCENT EQUITY EACH) PARTICIPATING IN MAJORITY OWNERSHIP OF 
PAKISTAN REFINERY LTD. (PRL) HAVE BEEN ARRIVING IN KARACHI IN 
INTENSIVE CONSULTATIONS BETWEEN THEMSELVES AND LOCAL RESIDENT 
EXECUTIVES OF THEIR FIRMS PRIOR TO A PRL BOARD MEETING BEING HELD 
JUNE 20. PRL PARTICIPATING COMPANIES WILL, AT THIS MEETING, 

CONCERT THEIR POSITION IN PREPARATION FOR IMPORTANT MEETING NEXT 
DAY, JUNE 21, WITH SENIOR GOP OFFICIALS OF THE MINISTRY OF 
FUEL, POWER AND NATURAL RESOURCES AND PROBABLY OTHER MINISTRIES. 
THE ISSUE AT HAND, WHICH HAS BEEN BREWING FOR SEVERAL YEARS, 
CONCERNS RENEGOTIATION TO THE PRL CONTRACT WITH THE GOP, WITH 
PARTICULAR REGARD TO RIGHTS OF FOREIGN PARTICIPATING COMPANIES TO 
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CONSUMED BY REFINERY. END SUMMARY 

t FOR SOME TIME GOP HAS INTIMATED TO KARACHI-BASED EXECUTIVES 
OF THE FOREIGN PARTICIPATING COMPANIES THAT REFINERY CONTRACT IS 
"OUTMODED" AND SHOULD BE RENEGOTIATED IN ORDER TO FURTHER RE- 
STRICT PRESENT RIGHTS OF THE PARTICIPATING COMPANIES TO PROVIDE 
CRUDE. POSITION OF PARTICIPATING COMPANIES IS THAT THEIR MAJOR 
REASON FOR AGREEING TO BUILD PRL REFINERY AT KARACHI IN FIRST 
PLACE WAS THE ATTRACTION INHERENT IN THE CRUDE SUPPLY RIGHTS FOR 
THE REFINERY AND THAT GIVING UP OF THESE RIGHTS WOULD RENDER 
THEIR FURTHER CONTINUED PRESENCE IN PAKISTAN EVEN LESS ATTRACTIVE 
THAN IT IS AT PRESENT. THE PARTICIPATING COMPANIES ARE ACUTELY 
AWARE. HOWEVER, OF THE ALTERED POWER RELATIONSHIPS WHICH NOW 
OBTAIN BETWEEN THE INTERNATIONAL OIL COMPANIES AND HOST COUNTRIES 
COMPARED TO THOSE WHICH EXISTED WHEN PRL WAS ORIGINALLY BUILT. 

THEY ALSO REALIZE THAT THE GOP HAS THE REGULATORY POWER OVER 
PRICING, SUPPLY OF TRANSPORT AND MANY OTHER ASPECTS OF THE OIL 
BUSINESS TO THROTTLE SLOWLY AND RENDER ECONOMICALLY UNATTRACTIVE 
THE OPERATIONS OF PRL WITHOUT TAKING ANY ACTUAL NATIONALIZATION 
MEASURES. 

2. UNDER THE CIRCUMSTANCES THE PARTICIPATING COMPANIES KNOW THEY 
ARE IN A TOUGH POSITION AND MAY BE FORCED INTO SIGNIFICANT CON- 
CESSIONS. THEY BELIEVE THAT POSITIONS WILL BE FURTHER DEFINED 
JUNE 21 AT THE MEETING WITH THE GOP, BUT THAT RENEGOTIATION OF THE 
PRL CONTRACT WILL CONTINUE FOR SEVERAL MONTHS. 

3. COMMENT: DURING A SMALL RECEPTION FOR THE VISITING SENIOR 
PARTICIPATING COMPANY REPRESENTATIVES WHO WILL MEET WITH THE GOP 
ON JUNE 21, A FAIRLY SOMBER MOOD PREVAILED. REPS WERE RETICENT IN 
GIVING ANY DETAILS CONCERNING THEIR NEGOTIATING POSITIONS OR HOW 
THEY THOUGHT THE MEETINGS WITH THE GOP WOULD PROGRESS. 
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